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SUBJECT: MAJOR PROJECT: GAS TURBINES FOR WEST BENGAL 

REF: STATE 159577 

1 . BRITISH DEPUT HIGH COMMISSIONER CALCUTTA FRANK MAYNARD 
TOLD US YESTERDAY THAT BRITISH AID TO INDIA CONSISTS 

OF A COMMITMENT OF GRANT (NOT LOAN) POUNDS STERLING TO 
THE GOI, WHICH THE GOI MAY APPLY, LARGELY AS IT LIKES, 

TO PURCHASE FROM THE U.K. THERE ARE CERTAIN SECTORAL 
SPECIFICATIONS; IN LAST YEARS PROGRAM (APRIL 77MARCH 78) 

IT WAS REQUIRED THAT 20 MILLION POUNDS BE SPENT IN THE 
AREA OF ELECTRICAL POWER SUPPLIES. THIS YEAR MAYNARD 
EXPECTED THAT THE FIGURE FOR POWER EQUIPMENT WOULD BE 
LARGER. ASIDE FFROM THIS YEAR'S PROGRAM WE UNDERSTAND 
THAT SUBSTANTIAL UNEXPECTED BRITISH CREDITS TO INDIA 
REMAIN IN THE PIPELINE. THUS, IT WOULD APPREAT THAT THE 
GOI WILL HAVE THE OPTION OF CHARGING BRITISH 
TURBINES TO THE U.K. GRANT AND PROGRAM. 

2. HOWEVER, THE GOVERNMENT OF WEST BENGAL (GOWB) 

WILLTAY FOR THE TURBINES IN RUPEES (COUNTERPART 
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FUNDS) TO THE GOI NO MATTER HOW THE GOI PROCURES 
THE MACHINES. AND IN PRINCIPLE, THEREFORE, IT IS A 
MATTER OF INDIFFERENCE TO THE GOWB WHETHER THE 
EQUIPMENT COMES INTO INDIA ON GRANT OR COMMERCIAL 
TERMS. WESTE BENGAL, WE UNDERSAND, WILL MAKE 
THE SELECQON AMONG THE BIDDERS ON TECHNICAL, 

INSTALLATION SCHEDULE. AND COST-TO-WEST BENGAL GROUNDS, AND 
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ONLY THEN WILL A CONSULTATION WITH THE GOI TAKE PLACE 
ON THAT SELECTION. 

3. IN THE CASE OF WEST BENGAL CHOOSING (WITH GOI 
AGREEMENT) NON-BRITISH COMMERCIAL PURCHASE EQUIPMENT, 
MAYNARD DID NOT KNOW WHETHER THE GOI WOULD PAY CASH 
OR MAKE ARRANGEMENTS FOR EXTENDED FINANCING, BUT HE 
SAID THE GOI DID NOT PERMIT INDIAN STATES TO TAKE ON 
EXTENDED EXTERNAL FINANCIAL OBLIGATIONS. THIS 
CONTRADICTS MURSHED'S STATEMENT TO BIGGS THAT THE GOWB 
WOULD SEEK CREDIT TERMS FROM THE SUPPLIER. WE BELIEVE 
MAYNARD S VERSION IS THE CORRECT ONE. 

4. MAYNARD IMPLIED THAT IT WAS BY NO MEANS A SURE 
THING THAT BRITISH APPARATUS WOULD BE CHOSEN. HE 
EXPECTED THAT THERE WOULD BE TWO U.K. BIDDERS; GEC, 
WHOSE OFFER HE THOUGH WOULD INCORPORATE AN ENGLISH 
ELECTRIC JET ENGINE, AND BROWN-BOVARIE, OR JOHN 
BROWN, WHOSE BID, HE THOUGHT, COULD WELL INCLUDE 

A ROLLS ROYCE ENGINE. NOTE THAT THIS DIVERGES 
FROM KEITH BIGG'S EXPECTATIONS AT THE E S OF MAY. 

5. AS INDICATED IN CALCUTTA 932, THIS HAS THE POTENTIAL 
TO BECOME A STRUGGLE BETWEEN THE GOWB AND THE GOI. 
SHOULD THE GOWB PREFER NON BRITISH EQUIPMENT ON 
TECHNICAL, DELIVERY AND COST GROUNDS, THE WEST BENGAL 
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AUTHORITIES HAVE INDICATED THEY BELIEVE THE GOI WILL 
DEFER TO THEIR WISHES, AND RELEASE THE FOREIGN 
EXCHANGE FOR THE PURCHASE OF THE GOODS SELECTED BY 
WEST BENGAL. INDIA HAS LARGE CURRENT FOREIGN 
EXIHANGE HOLDINGS. THE GOWB AUTHORITIES HERE ALSO 
BELIEVE THEY HAVE SOME POLITICAL CLOUT TO BACK UP 
THEIR POSITION. 

6. WE UNDERSTAND FROM MITSUBISHI'S CALCUTTA OFFICE, 

WHICH ACTS AS STPSD'S AGENT HERE, THAT THEY HAVE 
ADVISED UTPSD THAT BIDDING ON WEST BENGAL TURBINES 
IS A WORTHWHILE PROPOSITION. GIVEN OUR INCOMPLETE 
KNOWLEDGE AND THE SEVERAL IMPONDERABLE FACTORS, WE 
ALSO BELIEVE THAT THE LIKELIHOOD THAT THE PURCHASE 
WILL BE MADE ON BRITISH AID IS NOTMSO LARGE AS TO 
MAKE A TECHNICALLY STRONG U.S. BID A WASTE OF TIME 
AND EFFORT. 

LYDON 
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